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1. ACHIEVING THE LEAST DESIREABLE OF THE OPTIONS KNOWN 
TO HAVE BEEN AVAILABLE TO THE GOI, INDIA REPORTEDLY (FINANCIAL 
EXPRESS) "WRIGGLED OUT" OF ITS COMMITMENT TO IMPORT CRUDE OIL 
FROM THE SAUDI ARABIAN NATIONAL OIL COMPANY, PETROMIN (REFTEL). 
DURING HIS SEPT. 1-10 VISIT TO SAUDI ARABIA, PETROLEUM MINISTRY 
SECRETARY, P.K. DAVE (AND OTHERS), HOPED TO NEGOTIATE EITHER 
(1) A GOI/PETROMIN DEFERRED PAYMENT PLAN (SIMILAR TO AGREEMENTS 
CURRENTLY HELD WITH IRAQ AND IRAN), (2) A CRUDE OIL PRICE 
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REDUCTION, OR (3) AN ESCAPE FROM INDIA'S ON-GOING GOI/PETROMIN 
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CRUDE SUPPLY CONTRACT. IT APPEARS THAT HAVING FAILED IN ITS 
FIRST TWO PRIORITYES, INDIA (NOT UNEXPECTEDLY) SETTLED FOR 
THE THIRD. 

2. INDIA IMPORTED FROM PETROMIN ABOUT 1.1 MILLION TONS 

(8.0 MILLION BARRELS) OF LIGHT ARABIAN PARTICIPATION CRUDE DURING 
CY 1973, AND WAS UNDER CONTRACT TO PURCHASE SIMILAR VOLUMES 
DURING 1974 AND 1975. OF THIS YEAR'S QUOTA , THE GOI RECEIVED 
THROUGH JUNE 0.65 MILLION TONS (4.7 MILLION BARRELS) 

AT A DISCOUNTED CASH PRICE OF $10.83 PER BARREL AND WOULD HAVE 
BEEN REQUIRED TO PAY A SIGNIFICANT PENALTY IF INDIA HAD 
REFUSED SUBSEQUENT DELIVERIES WITHOUT THE APPROVAL OF PETROMIN. 

INSTEAD, PETROMIN HAS REPORTEDLY AGREED TO A CANCELLATION, 

INCLUDING A WAIVER OF THE PENALTY CLAUSE FOR THE REMAINDER OF 
THE YEAR, AND HAS OFFERED INDIA A SIMILAR REPRIEVE ON NEXT 
YEAR'S CONTRACT AS WELL. 

3. THE "LOSS" OF SOME 3.3 MILLION BARRELS OF LIGHT ARABIAN 
CRUDE DURING THE BALANCE OF 1974 IS NOT EXPECTED TO SERIOUSLY 
AFFECT INDIA’S CURRENTLY-PLANNED REFINING OR CONSUMPTION 
PATTERNS. LIMITED INCREASES HAVE ALREADY BEEN GRANTED TO EXXON, 

BURMAH-SHELL AND CALTEX (IN ANTICIPATION OF THIS MOVE) AND 
PRESUMABLY THE REMAINDER MAY BE PURCHASED ALSO AT THE BETTER 
PRICES AVAILABLE THROUGH THESE SOURCES (REFTEL), IF CONSUMER 
DEMANDS SO DICTATE. FORIEGN EXCHANGE SAVINGS MAY THEREFORE 

BE ON THE ORDER OF $3.0 MIT .LION 

IF THE FULL 3.3 MILLION BARRELS LOSS IS TO BE MADE UP, OR COULD 

EVEN REACH A THEORETICAL $35.0 MILLION IF NONE IS REFLECTED 

IN THE YEAR-END TOTAL. IN ANY EVENT, AND APART FROM SAVINGS, THE 

CANCELLATION OF THIS HIGH-PRICED, NO CONCESSION, CRUDE 

CONTRACT MAY BE EXPECTED TO BE RECEIVED FAVORABLY IN INDIA'S 

POLITICAL CIRCLES— IF EVENTS PROVE THAT OVERALL GOI/SAUDI 

ARABIAN GOVERNMENT RELATIONS HAVE NOT BEEN DAMAGED IN THE PROCESS. 

4. WE ARE PRESENTLY PRIPARING A DETAILED STUDY FOR EARLY 
REPORTING ON INDIA'S ACTUAL JANUARY-SEPTEMBER 1974 CRUDE OIL 
AND PRODUCT IMPORTS. WE WILL SHOW THAT, WHILE THE COST IMPACT 
HAS BEEN UNDERSTANDABLY SEVERE, THE GOI HAS NOT DEVIATED 
NOTABLE FROM ITS PRE-EMERGY CRISIS PROGRAM FOR OIL IMPORTS 
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AND CONSUMPTION. THERE HAVE BEEN NO MAJOR CUTBACKS OR IMPORTAND 
COST SAVINGS EFFORTS, EVEN THOUGHT STATEMENTS IN PARLIAMENT AND 
THE PRESS CONTINUE TO IMPLY OTHERWISE. 

SCHNEIDER 
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